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Agency Financial Report (AFR)

Message from the Federal Co-Chair
November 15, 2016

Enclosed is the Denali Commission Fiscal Year (FY) 2016 Agency Financial Report (AFR). The
AFR represents the first of a three-part Performance and Accountability Report (PAR) for the
agency. The Denali Commission (Commission) has presented performance and accountability
data and analysis in three parts for the past several years in an effort to increase the
accessibility and clarity of this information to stakeholders — the Executive Branch, Congress,
constituents, and the general public.

The AFR acquaints readers with the Commission’s mission, goals and accomplishments. It also
reviews the organizational structure, operations, budget authority and the programmatic
applications and results of federal appropriations for FY 2016.

Since the inception of the Denali Commission in 1998, the agency has concentrated on its
mission to work with partners to develop basic public infrastructure, opportunity, and quality of
life in Alaska communities. To progress toward this mission, the Commission has formulated
three major goals:

¢ To modernize and develop stronger and sustainable infrastructure in rural Alaska
e To promote the resiliency of rural Alaska communities, and
o To fortify accountability policies and procedures.

The Denali Commission Act of 1998, as amended (Act), is different than most other
Congressional authorities for other Federal programs. The Act envisions an independent
agency that can serve as a “think tank” to identify priority needs in rural Alaska and then use
agency funds (leveraged with other sources) to implement solutions. Granted, cabinet level
agencies invest significantly in rural Alaska, but these agencies manage programs (designed for
50 states and 6 territories) which at times may not align well with rural Alaska needs. An
example, is the Commission’s health facilities program that identifies the minimum square
footage for a rural village clinic, which the agency then funds based upon this spatial need.
Whereas, other agencies may have a funding cap that would allow communities, where it is
cheaper to construct, to build a larger clinic (i.e. southeast Alaska construction costs are 30%
less than northwest Alaska costs due to higher logistical costs).

The pillars of Commission’s investment strategy over the past 17 years can be summarized as
follows:

Investments must be tailored to the needs of rural Alaska - versus other factors such as grant
writing skills, capacity of applicants to carry out projects, etc.,

Owner/operators for prospective capital project investments must demonstrate that both the
grant applicant and the proposed project are sustainable,

Complement, but not duplicate the work of other Federal and State agencies, and

Maintain, sustain and protect existing community infrastructure (a more recent investment
strategy).
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Message from the Federal Co-Chair

The agency implemented a major restructuring starting in FY 2015 and ending in FY 2016 due
to two primary drivers — i) the significant reduction in agency annual appropriations, and ii) the
assignment from the White House to serve as the lead coordinating agency for village relocation
and protect in place solutions for rural Alaska communities facing the threats due to flooding,
erosion and permafrost degradation. Staffing changes include replacing three full-time “legacy”
program staff with a high level Sr. Program Advisor and the development of an Environmentally
Threatened Community (ETC) program team including three detailees from other agencies and
a term employee. It is our intent to augment the new staff with contractors and focused
cooperative agreements with program partners.

Recent evolution of the agency’s investments is a result of Commissioners’ recognition of the
aging of billions of dollars of rural Alaska infrastructure. The goal of the Commission is to
improve the business practices of owner/operators to better maintain the existing infrastructure
to last its service/design life. We believe that investments towards refurbishment, repair,
deferred maintenance, and other administrative capacity development activities will in the long-
term reduce the demand on Federal and State agencies for new capital projects. In FY 2016
we have begun investments towards maintaining, sustaining and protecting core infrastructure.
Of note, recent ETC program investments are consistent with the agency’s efforts of protecting
core infrastructure.

Three years ago Congress passed the Moving Ahead for Progress in the 21st Century (MAP-
21) legislation (P.L. 112-141). MAP-21 provides the Commission authority to accept conditional
gifts from other federal or non-federal organizations. This ability to accept and administer other
agencies’ program funds offers an opportunity both to other agencies and to the Commission.
The first MAP-21 initiative is a partnership with the Administration for Children and Families
(ACF), which manages a Grants Center of Excellence (COE). ACF and the Commission are
working together to ease the pathway of entry to the COE for smaller agencies.

As the Federal Co-Chair of the Denali Commission, it is my pleasure to present this AFR to the
public, our partners, and policymakers. | attest to the reliability and completeness of financial
and performance data in this report, and can confirm that our annual audit has identified no
material internal weaknesses. (You are welcome to review the entire audit, which is contained in
this document.)

Al

Joel Neimeyer
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Management Discussion and Analysis

Overview of the Denali Commission

In 1998, national attention was focused on the immense infrastructure and economic challenges
faced by rural Alaskan communities by the passing of the Denali Commission Act (the full text of
which is available on the Denali Commission’s website at https://www.denali.gov/about-us#act.
The Act became law on October 21, 1998 (Title 11l of Public Law 105-277, 42 USC 3121)
establishing the Denali Commission an independent federal agency that acts as a regional
commission focusing on the basic infrastructure needs of rural Alaska. Working as a federal-
state-tribal-local partnership, the Commission provides critical utilities, infrastructure and
promotes economic growth in the rural areas of the state. The agency also coordinates and
streamlines federal program efforts in rural Alaska, and better leverages federal investments. By
creating the Commission, Congress intended for those involved in addressing the unique
infrastructure and economic challenges faced by America’s most remote communities to work
together in new ways to make a lasting difference.
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Management Discussion and Analysis
Vision, Mission and Organizational Structure

Vision
Alaska will have a healthy, well-trained labor force working in a diversified and sustainable
economy that is supported by a fully developed and well-maintained infrastructure.

Mission

The Denali Commission works with partners to develop basic public infrastructure, opportunity
and quality of life in Alaska communities.

Goal Areas

The Commission works toward the accomplishment of the mission by focusing on these goal
areas:

* Modernize and develop stronger and sustainable infrastructure in rural Alaska
* Promote the sustainability of rural Alaska communities
* Fortify accountability policies and procedures

Staffing

The Commission is staffed by a small number (less than 25) of employees. The Commission
relies upon a special network of federal, state, tribal, local, and other organizations to
successfully carry out its mission.

Staffing changes during FY 2016 reflect the agency restructuring of moving from a grant-making
organization to an organization that serves as a “think tank” with implementation abilities. The
latter model is more appropriate in times of reduced funding and with an agency goal of
influencing the investment strategies of other funders towards critical rural Alaska needs (i.e.
maintaining, sustaining and protecting existing infrastructure). Several full time employees were
hired in FY 2016 including a Senior Program Advisor, a Grants Management Officer, an
Administrative Officer, an Administrative Assistant and a Sr. Program Manager. In addition, a
Sr. Program Manager has joined the agency as a detailee from the Alaska Native Tribal Health
Consortium. These new hires replaced five staff members who left the organization at the end
of FY 2015 and in FY 2016. As of September 2016, the Commission had 16 full-time equivalent
positions.
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Management Discussion and Analysis

Organizational Chart

Coerro Fi
KPO WSV GOe. Joy Farmwots S F e Gooe
Ot § pancu
Gt Coinavim Owrnciar OF o Pagram Manage
Progam Ot o
Tom Wt Cmiy Ford
Tva Asotyan Toresa Corven
i'l""'-l @ Pagam Waroge “:.' Pogar Asssse
P — 1| po——
Jorwt Doves Ces At Wty Chaprnan Soh Nowers
Gty Ofcmr S Pragrem Maroge Trancwl Ofce Frarcst Ofcom
Satrre Coborwe Arre Shaehiown
Cuon Arerctas
Putic rformanon Adreres stve
W Pogam Wreger o A
1" Antowms PSS [
- Sty
I B Faisan ' aavbap !
PRy -y '

As of Sapember 18, 2004



Agency Financial Report (AFR)

Management Discussion and Analysis

Denali Commissioners

The Denali Commission Act designates seven leading Alaskan policy makers by position to
form a team as the Denali Commissioners:

- Federal Co-Chair, appointed by the U.S. Secretary of Commerce
+ The Governor of Alaska, who serves as the State Co-Chair*

- President of the University of Alaska

- President of the Alaska Municipal League

+ President of the Alaska Federation of Natives

+ Executive President of the Alaska AFL-CIO

+ President of the Associated General Contractors of Alaska

Commissioners meet at least twice a year to develop and monitor annual work plans that guide
the agency’s activities. Commissioners draw upon community-based comprehensive plans as
well as comments from individuals, organizations and partners to guide funding
recommendations. This approach helps provide basic services in the most cost-effective
manner by moving the problem solving resources closer to the people best able to implement
solutions.

* The Governor has delegated this authority to the Lieutenant Governor.

e s
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Management Discussion and Analysis

Work Plan

The Denali Commission Act outlines specific duties of the Commission primarily focused upon
the development and implementation of an annual work plan. The Commission must develop an
annual work plan that solicits project proposals from local governments and other entities and
organizations, and provides for a comprehensive work plan for rural and infrastructure
development and protection.

This proposed work plan is submitted to the Federal Co-Chair for review, and then published in
the Federal Register with notice and a 30-day opportunity for public comment.

The Federal Co-Chair takes into consideration the information, views and comments received
from interested parties through the public review and comment process, and consults with
appropriate federal officials in Alaska including, but not limited to, the Bureau of Indian Affairs,
the Department of Housing and Urban Development, the Economic Development
Administration, and the United States Department of Agriculture Rural Development.

The Federal Co-Chair then provides the plan to the Secretary of Commerce who issues the
Commission a notice of approval, disapproval or partial approval of the plan.

The Fiscal Year 2016 Work Plan

Following the normal course of events described above, Commissioners initially submitted the
FY 2016 proposed work plan to the Federal Co-Chair in March 2016. That proposed work plan
was published for 30 days in the Federal Register on April 26, 2016 and public comments were
solicited. Comments were received but no material changes resulted, and the Plan was
submitted to the Secretary of Commerce.

In FY 2016 the agency implemented a three-phase annual work plan approach. First, the
Commissioners in a work session (February 4, 2016) identified general funding levels for
specific programs. Second, the agency held a public hearing (March 1, 2016) and accepted
written comments up to March 16, 2016. A transcript of the verbal comments and all the written
comments were then provided to Commissioners on March 25, 2016. Commissioners
reconvened in a public meeting on March 31, 2016 to consider public comments and then voted
on the FY 2016 work plan. The FY 2016 work plan was then published in the Federal Register
on April 26, 2016 and two comments were received that did not materially impact the proposed
agency investments. The FY 2016 work plan was submitted to the Secretary of Commerce on
June 3, and 2016 and was approved by the Secretary on August 5, 2016.

The FY 2016 Work Plan outlined the Commission’s intentions to allocate $8.6M to the Energy
Program, $7.2M to the Transportation Program, $6.6 million to the Environmentally Threatened
Community Program, and $2.1 million for administrative costs.

The full FY 2016 Work Plan can be found in the Other Accompanying Information section of this
document.

10
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Management Discussion and Analysis

Summary of Performance

In FY 2016 no project specific earmarks were provided in any appropriations to the
Commission. The Energy and Water Appropriations (commonly referred to as Commission
“Base” funding) are no-year funds eligible for use in all programs.

While the Base funds may be applied to any Commission program area, all other appropriations
and transfers are restricted. Where restrictions apply, the funds may be used only for specific
program purposes.

A comprehensive discussion of all FY 2016 program activities and performance will be provided
in the Annual Performance Report (APR), to be submitted in accordance with OMB Circular A-
11, in February 2017. A summary of performance is presented here.

Functional Uses of FY 2016 Budgetary Resources

The FY 2016 Commission budgetary authority primarily funded and administered the following
program and functional areas:

Energy Program
* Bulk Fuel Storage — new and refurbished

* Community Power Generation and Rural Power
System Upgrades

* Energy Cost Reduction Projects

* Energy Maintenance and Improvement Projects
and Activities

Transportation Program
* Barge Landings and Mooring Points

Environmentally Threatened Communities

* Projects and Activities for the communities of
Newtok, Kivalina, Shishmaref, and Shaktoolik

* Other Projects and Activities for communities
identified in GAO Report 09-551

* Statewide Activities and Support

Administration
¢ Salaries and contracts

* |nitiatives toward sustainable rural communities
and accountability goal areas

SELAWIK WIND TURBINES
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Management Discussion and Analysis
Summary of Performance

FY 2016 Performance by Goal Area

Denali Commission grants are customarily issued when Congress makes appropriations and
when the agency annual Work Plan is approved by the Secretary of Commerce. Upon
Secretary of Commerce approval and signature, grant documents were issued during the final
quarter of the fiscal year. Due to these timing challenges, most of the newly established projects
were only just begun by the end of the fiscal year, and construction projects, for example, may
only have progressed to the materials ordering phase. These circumstances make linking the
FY 2016 budget to performance results in the same fiscal year difficult. Therefore, as in last
year’s Annual Financial Report (AFR), the Commission will present performance activities and
achievements conducted in FY 2016 here and more fully in the Agency Performance Report,
which will be submitted in February 2017.

The Denali Commission has deep roots in infrastructure development and has primarily been a
grant-making agency, having contributed substantially to numerous energy, health,
transportation and other construction projects in the state since 1998.

The Goal Areas of the Commission and the work conducted by the agency in FY 2016 reveal a
conscious reflection on the Commission’s past, present and future by agency leadership and the
Denali Commissioners. During the 16 years of the Commission’s existence, federal budget
authority has been as low as $10 million, has expanded to as much as $140 million a year, and
in FY2016 was $22.5 million. The changing budget has mandated a meditation on the past
focus of the agency and what a lower funding base means.

Goal Area One: Modernize and develop stronger and sustainable infrastructure in rural Alaska
Goal Area Two: Promote the sustainability of rural Alaska communities
Goal Area Three: Fortify accountability policies and procedures

The Goal Areas are reflective of the past and the historic work of the Commission as a grant-
making agency largely contributing to capital projects. In addition, though, the Goal Areas point
the agency toward a future that mandates contemplation of community sustainability through
initiatives that have systemic impacts for rural Alaska. As the agency’s resources change, the
relative emphasis on each of these Goal Areas will shift over time.

In FY 2016, was a transitional year for the agency. Historically, we have placed most of our
investments in Goal Area One (i.e. capital infrastructure projects). Approximately, one-third of
our investments were for the integration of mooring points (a transportation investment) into the
bulk fuel program (an energy investment) — this is the first year we have intentionally tied these
two “Goal Area One” programs together (as discussed further below). Approximately, one third
of our investments were for our new environmentally threatened community (ETC) program and
maintenance and improvement activities for existing energy infrastructure (both Goal Area Two
investments). Lastly, a third of our investments could be considered as consistent with our
historic investments into Goal Area One for typical community energy projects.

12
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Management Discussion and Analysis
Summary of Performance

Goal Area One: Modernize and develop stronger and sustainable infrastructure in
rural Alaska

In this document we are highlighting the refinement/expansion of the agency’s long-standing
bulk fuel program which was the first legacy program at the Commission. In 2010/11 the
agency embarked on constructing barge mooring points as part of the agency’s new waterfront
development program. In time, we identified the interconnection between the agency’s bulk fuel
program and mooring point efforts.

Accordingly, in 2014 the Government Accountability Office (GAO) issued Comptroller General
Opinion #B-323365 entitled: “Denali Commission — Amounts Available for Bulk Fuel Storage
Tanks”. We raised to GAO the question of the extent of bulk fuel repair and replacement
improvements allowed by statute. Namely, we were interested in redefining the bulk fuel
program to include the supply chain of fuel delivery as part of the fuel storage infrastructure.
This supply chain includes the fuel barge, a mooring point at the side of the river or coastline, a
marine pipeline header and the bulk fuel tank farm. Mooring points are an important part of the
bulk fuel system because the mooring points allow fuel barges to safely tie-off while fuel is being
pumped into the bulk fuel storage tanks. Without a mooring point the tug vessel powering the
fuel barge intentionally grounds the fuel barge on a river or shoreline embankment and keeps
pressing the barge against the embankment while the barge off-loads fuel to the bulk fuel
storage tanks. This practice is not as safe as tying-off the barge to a mooring point and
increases the risk of a fuel spill. This practice also increases river erosion and shoaling
problems.

Based upon GAQ’s conclusions, in FY2016 the agency sought Congressional authority to
expand the use of Trans-Alaska Pipeline Liability (TAPL) interest funds (see - section 329(b) of
Public Law No. 105-277, Division A, § 101(g)) to provide improvements to barge mooring points
and barge landing sites to facilitate pumping fuel from fuel transport barges into bulk fuel
storage tanks. Congress provided this expanded authority beyond the existing authority to
repair and replace bulk fuel storage tanks in Alaska.

As a result of Congressional action the Commissioners in the FY2016 Work Plan committed a
significant portion of the TAPL program to development of barge mooring points into our long-
standing bulk fuel programming. In 2016 the Commission also elected to continue our historic
investments for new rural power system upgrades (i.e. power generation and transmission
systems) and new bulk fuel farms.

In FY 2016 the Commission continued our investments into community power systems and bulk
fuel farms. We also worked with program partners to shift our investments towards
refurbishment and repairs (less costly) of existing systems as opposed to building new power
and fuel storage systems. This reflects the agency’s goal of continuing to impact communities
despite fewer available funds.

13
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Management Discussion and Analysis
Summary of Performance

Goal Area Two: Promote the sustainability of rural Alaska communities

The Commission has learned from our rich history of capital infusion into singular infrastructure
projects across Alaska. As the agency transitions away from these large investments, the
Commission looks to the future and what our original mission means for Alaska. From a past of
assessing a project’s sustainability potential to looking at an entire community’s sustainability is
what this Goal Area embodies. This Goal Area is less tangible than the bricks-and-mortar of
Goal Area One. The work in this Goal Area entails a closer look at Alaska’s rural communities
and making tough choices about which investments will have the highest return on investment.

Residents in rural Alaska villages have told the Commission what they need to be more
sustainable and self-reliant. They need a prosperous economy, safe and affordable housing,
health care, effective governance and infrastructure management—all with an overarching need
to have safe and affordable energy solutions.

In FY2016 at the direction of the Commissioners and with the encouragement from other
cabinet level agencies, the agency embarked upon developing the new ETC program. The
central theme of this new program is to identify the highest need communities (i.e. the
communities facing the highest risk from flooding, permafrost degradation and erosion) and
assign resources to develop scopes and budgets for necessary and appropriate responsive
activities and projects. The Commissioners identified the 31 communities in the GAO Report
09-551 as the primary need for the agency’s ETC investments.

Of these 31 communities, four are facing relocation due to environmental threats including
Newtok, Kivalina, Shishmaref and Shaktoolik. Newtok will in four years or less no longer be a
viable community with the likely condemnation of the school and airport due to river bank
erosion (at an estimated 70 to 80/feet/year). The latter three communities face significant
destruction from a 100-Year winter storm occurring at high tide, which has not yet occurred.
Historically, the communities were protected from winter storms by shore-bound ice, but the ice
develops later each year which leaves the three communities exposed to potentially
catastrophic flooding.

The remaining 27 communities face environmental threats less grave, but still potentially
damaging to the overall resiliency of the community.

Overall, the agency has begun developing investment strategies, relationships with the

communities and other stakeholders and embarking upon identifying appropriate solutions for
each community in question.

14
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Management Discussion and Analysis

Summary of Performance

The agency is moving towards investments which are about maintaining, sustaining and
protecting core infrastructure as well as in some instances protecting the community in question.
As this is relatively new to the agency, we anticipate growing pains and lessons to be learned
and new solutions attempted and we look forward to reporting on these elements in future
years.

Goal Area Three: Fortify accountability policies and procedures

In FY 2016, the Denali Commission continued to make good progress on fortifying
accountability systems of our own agency and those of our partner entities by demonstrating an
active commitment to the newly enacted Uniform Guidance. Our progress included the
implementation of our “Recipient Guidelines and Requirements” to all grantees of the
Commission along with our Recipient Self Assessment Risk Analysis for potential

grantees. The Commission will continue to participate in these accountability efforts via our
participation as an active member of the Single Audit Roundtable which is arranged semi-
annually by the American Institute of Certified Public Accountants.

Finally, of note under this Goal Area is the accomplishment of the Commission unmodified audit

opinion for FY 2016. This continues to produce a measurable result of the
Commission’s commitment to accountability.

15
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Management Discussion and Analysis

Financial Performance Overview

As of September 30, 2016 the financial condition of the Denali Commission was sound with
respect to having sufficient funds to meet program needs and adequate control of these funds in
place to ensure obligations did not exceed budget authority. Agency audits were conducted in
accordance with auditing standards generally accepted in the United States of America, OMB
Bulletin 07-04 (Audit Requirements for Federal Financial Statements) and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the

Comptroller General of the United States.
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Management Discussion and Analysis

Financial Performance Overview

Sources of Funds

The Denali Commission is funded through the Energy and Water Appropriation, which is direct
budget authority; funds remain available until expended.

Public Law 112-141, the Moving Ahead for Progress in the 21st Century Act (MAP-21), granted
authority to accept funding from both federal and non-federal sources to carry out the purposes
of the Denali Commission Act.

Finally, the Commission is the recipient of a portion of the interest earned on the trust fund for
the Trans-Alaska Pipeline Liability (TAPL) fund. In FY 2016, $6.22 million was transferred to the
Commission to assist in efforts to make bulk fuel tanks in Alaska code-compliant.

Budget Authority FY 2016

Appropriations Received $11,000,000
Nonexpenditure Transfers $6,223,410
Offsetting Collections $10,792,428
Total Budget Authority $28,015,838

In FY 2016, Denali Commission’s total budgetary resources were $38.13 million, which includes
$6.00 million in unobligated balances brought forward and $4.11 million in recoveries of prior
year obligations.

Uses of Funds by Function

The Denali Commission incurred obligations of $37.17 million in FY 2016 for program and
administration operations. Unobligated funds in the amount of $0.95 million were carried
forward, for obligation in FY 2017.

17
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Management Discussion and Analysis

Financial Statement Highlights

The Denali Commission’s financial statements summarize the financial activity and financial
position of the agency. The financial statements, footnotes and the balance of the required
supplementary information appear in the Financial Section of this document.

Limitations of the Financial Statements

The principal financial statements have been prepared to report the financial position and
results of operations of the entity, pursuant to the requirements of 31 USC 3515 (b). While the
statements have been prepared from the books and records of the entity in accordance with
Generally Accepted Accounting Principles (GAAP) for Federal entities and the formats
prescribed by OMB, the statements are in addition to the financial reports used to monitor and
control budgetary resources, which are prepared from the same books and records.

The statements should be read with the realization that they are for a component of the US

Government, a sovereign entity.

Balance Sheet

Assets

The Commission’s assets were $78.08 million as of September 30, 2016. This is an increase of
$5.94 million from the end of FY 2015. The Commission’s largest asset, Fund Balance With
Treasury, increased due to a rise in receivable amounts to the Denali Commission. The assets
reported on the Commission’s balance sheet are summarized in the accompanying table.

Assets Summary FY 2016 FY 2015

Fund Balance With Treasury $78,078,714 $72,138,879
Other Intragovernmental Assets = =
Accounts Receivable, Public 611 929
Other Accounts Receivable, Public 239 775
Total Assets $78,079,564 $72,140,583

18
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Management Discussion and Analysis

Financial Statement Highlights

Liabilities

The Denali Commission’s liabilities were $4.75 million as of September 30, 2016, an increase of
$2.25 million from the end of FY 2015. The increase in liabilities is attributed to a rise in
pending reimbursements in relation to 2015. The liabilities reported on the Commission’s
balance sheet are summarized in the accompanying table.

Liabilities Summary FY 2016 FY 2015

Accounts Payable, Intragovernmental $257,152 $14,794
Other Intragovernmental Liabilities 265,656 831,366
Accounts Payable, Public 40,880 90,905
Other Liabilities, Public 4,187,188 1,564,061
Total Liabilities $4,750,876 $2,501,126

Net Position

The difference between total assets and total liabilities, net position, was $73.33 million as of
September 30, 2016. This is an increase of $3.69 million from the FY 2015 year-end balance.
The net position reported on the Denali Commission’s balance sheet is summarized in the

accompanying table.

Net Position Summary FY 2016 FY 2015

Unexpended Appropriations $3,634,392 $11,514,554
Cumulative Results of Operations 69,694,296 58,124,903
Total Net Position $73,328,688 $69,639,457

19
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Management Discussion and Analysis
Financial Statement Highlights

Statement of Net Cost

The Statement of Net Cost reports the cost of conducting the Denali Commission programs
during the reporting period. The accompanying table displays the net cost for FY 2016 and FY
2015. These costs consist of approximately $7.52 million of intragovernmental costs and $16.91
million in public costs.

Net Cost FY 2016 FY 2015

Program Costs $24,424,829 $28,572,602

Less: Earned Revenue - =

Total Net Costs of Operations $24,424,829 $28,572,602

Statement of Changes in Net Position

The net position for the year ended September 30, 2016 was $73.33 million, an increase of
$3.69 million from FY 2015. This increase is primarily due to a change in spending patterns in
FY 2016.

Statement of Budgetary Resources

The Statement of Budgetary Resources reflects the budget authority that the Denali
Commission possesses and compares the status of that budget authority. The Commission had
$38.13 million in total budgetary resources for FY 2016 — comprised of direct appropriations,
nonexpenditure transfers from other federal agencies, and an unobligated balance available
from FY 2015. During the fiscal year, $37.17 million was obligated for program and
administrative functions; $0.95 million in funds were carried forward, and will be available for
obligation in FY 2017. Net outlays in FY 2016 amounted to $11.17 million.

20
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Analysis of Systems, Controls and Legal Compliance
Financial Performance Overview

Federal Managers’ Financial Integrity Act (FMFIA)

The Federal Managers’ Financial Integrity Act (FMFIA or the Integrity Act) provides the statutory
basis for management’s responsibility for, and assessment of, accounting and administrative
internal controls. Such controls include program, operational, and administrative areas, as well
as accounting and financial management. The FMFIA requires executive agencies to establish
internal and administrative controls in accordance with standards prescribed by the Comptroller
General that provide reasonable assurance that obligations and costs are in compliance with
applicable laws; funds, property, and other assets are safeguarded against waste, loss,
unauthorized use, or misappropriation; and revenues and expenditures are properly recorded
and accounted for to maintain accountability over the assets. The FMFIA also requires the
agency head to annually assess and report on the effectiveness of internal controls that protect
the integrity of federal programs and whether financial management systems conform to related
requirements.

FMFIA Statement of Assurance

The Denali Commission management is responsible for establishing and maintaining effective
internal control and financial management systems that meet the objectives of the Federal
Managers’ Financial Integrity Act (FMFIA). | am able to provide an unqualified statement of
assurance of the agency’s compliance with the FMFIA. The Commission’s internal controls
provide for effective and efficient programmatic operations, reliable financial reporting, and
compliance with applicable laws and regulations. Assessments have been conducted in regard
to the internal controls over financial reporting. The Commission attests the reasonable
assurance that the internal controls over financial reporting comply with the requirements of the
FMFIA.

Further, evaluations tested the effectiveness of the internal control over operations and
compliance with applicable laws and regulations in accordance with OMB Circular A-123,
Management’s Responsibility for Internal Control. Based on the results of these evaluations, the
Denali Commission can provide reasonable assurance that

its internal controls over the effectiveness and efficiency of operations and compliance with
applicable laws and regulations as of September 30, 2016, was operating effectively and no
material weaknesses were found in the design or operation of the internal controls.

Finally, the US Treasury, Bureau of Fiscal Service (BFS) (Denali Commission’s Financial
Management Line of Business partner) engages a contractor to independently review its
financial management systems in accordance with OMB Circular A-127, Financial Management
Systems. Based on the results of this review, BFS and therefore the Denali Commission can
provide reasonable assurance that its financial management systems are in compliance with the
applicable provisions of the FMFIA as of September 30, 2016.
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Federal Financial Management Improvement Act (FFMIA)

The Federal Financial Management Improvement Act (FFMIA) is designed to advance Federal
financial management by ensuring that Federal financial management systems provide
accurate, reliable, and timely financial management information to the government’s managers.
Compliance with the FFMIA provides the basis for the continuing use of reliable financial
management information by program managers, and by the President, Congress and the public.

FFMIA Compliance Determination

The Commission utilizes the services of US Treasury BFS and its financial management
system. Annual audits of their system indicate that the system complies with federal financial
management systems requirements, standards promulgated by the Federal Accounting
Standards Advisory Board (FASAB), and U.S. Standard General Ledger (USSGL) at the
transaction level. The annual financial audit confirms this finding.

Goals and the supporting financial systems strategies

As a small agency, the Commission has arrived at the conclusion that human and financial
resources internal to the agency are not sufficient to meet the increasing federal standards for
financial systems and the costs involved. Therefore, in 2009, the Commission outsourced our
financial management system and transactional level activities to the U.S. Treasury BFS. This
strategy has proven effective and efficient and allows this small agency to assure the President,
Congress and the public that federal budget authority entrusted to the Commission is executed
responsibly and with full accountability.

Joel Neimeyer
Federal Co-Chair
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Chief Financial Officer’s Letter
November 15, 2016

The Denali Commission is pleased to have once again achieved an unmodified opinion on the
agency'’s consolidated financial statements from our financial auditors for FY 2016. This audit
result meets the highest rating possible for a federal agency. It serves to demonstrate that the
Commission considers its transparent and complete financial reporting to be of the utmost
importance. As always, the Commission prides itself on good stewardship of taxpayer dollars
while meeting our mission as defined in our enabling statute. Our sound internal controls and
continued compliance with all federal regulations and laws exhibit our commitment to excellent
financial standards well into our second decade of operations.

The Commission continues its efforts in supporting the President’s Management Agenda of
increasing the use of shared services by federal agencies across the Government. The
Administration’s new central governance board on shared services, under the General Services
Administration, is expected to execute an aggressive plan throughout this fiscal year that will
contribute to this goal. The Commission, with its ongoing partnership with the Department of
Health and Human Services, hopes to further develop grant management solutions for federal
agencies of all sizes. The end result of reduced costs and more efficient program delivery
within the government’s massive grants program is a goal that has been sought after for many
years.

The Commission looks toward a successful FY 2017 as we continue to serve all Alaskans (and
Americans) with the same drive and enthusiasm that we had at this agency during its inaugural

year.
Best regards,

(G & Cir

Corrine Eilo
Chief Financial Officer
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- Demall Commnission
| Ofice of nspecior General
| Anchorage, AK 59501

November 18 2016
MEMORANDUM FOR: Denali Commission Commissioners

M

FROM: David Sheppasd
lsspector Geseral
SUBJECT: FY 2016 Fisancial Stsements

Final Report No, DCOIG-17-002-A

I am pleased 10 provide you with the attached audit report in which SB & Company, LLC, an
independent public accounting firm. presented an unmodified opésson on the Denadi
Commission’s liscal year 2016 financial ststements. SB & Company performed the andit in
accordance wigh U.S. geserally accepsed povernesent auditing standards and Office of
Management and Badget Bulletin 15-02, Awdiy Reguirements fov Federa) Finvocial Statements.

In its audit of the Commission, SB & Company

o dentifed no instances of deficiency or material weakness in intersal control over
financial -

o identified no istances of noncompliance or other matters that are required 10 be reported
under Covernment Auditing Standards or OMB aedit guldance; and

o determined that the Geancial statements were fairly presented in all material respects and
in conformity with US. generally accepted accounting peinciphes.

My affice oversaw the audit performance, incloding the review of SB & Company’s report and
related documentation aad inquiries of its representatives. Our review disclosed o imstances
where SB & Compasry did not comply. in all material respects, with US. generally accepted
governmen! auditieg standards. As difTerentiated from an audit in sccordance with tese
standards, our review was sol intended 10 enable s 10 express any opinion oo the Cammission’s
financial stsemenss, Therefore, we do sot expeess any opinion on the Comméssion's financial
stademsents, conclusions about the effectivesess of intersal control, er conclusions ca compliance
with laws, regulations, coatracts, and grant agreements. SB & Compasy Is solely respoasible for
the attached aadit report, dated Novemsber 7, 2016, and the conclusions experssed in it,

“bmeummmummmmwwwsucm
-ﬂmya;ﬂh audit, If you wish 10 discuss the contents of this repon, please call s at
(206) Z20.7970.
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Attachment

cc:  Cormine Ello, Chief Finaacial Officer, Denall Commission
David Seaith, Deputy Inspector General, US, Department of Commerce
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Report of Independent Public Accountants

SB & ("()MPANY“

RAPETRY « STYRIT -

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Office of the Inspector General and the Denali Commission
Report on the Fimanclal Statemsents

We have audited the accompanying talance sheets of the Denall Commbssion (the Commission) as of
September 30, 2016 and 2015 and the related statements of net cost, changes in net position asd
budgetary resources for the years then ended and the related notes o the financlal sasements, which
collectively comprive the Commission's basic financial statessents & lisied in the table of contents.

Management's Respousibility for the Fimancial Statesvents

The Commission’s management is resporsible for the preparation and fak presentation of these
MUWhmrMmmuanme in the United Stwes
of America: this inclodes the design, implementation, and malntenance of isternal control relevant 10
the preparation sad Tair presentation of linancial stalements that are froe from maierial missatement,
whether due o frand or emor.

Asditor’s Responsibilicy

Our responsibility Is 10 express opimions on these fimanclal statements based on owr andits. We
condected our adits in accordance with auditing standards generally accepted i the United States of
Amcrica; standaeds applicable o Minancial audits contained s Corernmons Asdining Standards, issued
by the Comptroller Geseral of the Unbed States: and Office of Management and Bedget (OMB)
Bulletin No, 14-02, Awiir Requirements L Federal Fioawcial Stvemenes. Those standasds and OMB
Bulletin No. 14-02 require that we plam and perform the andit jo obtain reasosable assurasce sboul
wheder the linancial statements are free from manerial misstaement

As wedit invelves perli peocedures 1o obtain audit evidence about the amosnts and discloures
In the firancial satements. The procedures selected depend on the audior’s jadgmest. incleding the
asessment of the risks of saerial misstatoment of the francial smements, whether due 10 frand or
esror. In making those risk assessments, the andiior considers intermal control relevast %0 e entity's

and fair presentation of e Feancial statements in order (o design aodit procedures that are
appropriate in the clecumstances, but not foe the purpose of exgpressing an opinion on the eflectiveness
of the entity’s Intermal comtrol. Accordingly. we express no such opindon. An sedit alwo Includes
evaleatisg e appropristencss of accounting policies used and e reasomablencss of significant
accownting estimates made by managemest. a5 well as evaluating the overall presentation of the
fisascial staements, We believe that fhe asdit evidence we have obaained is seflicient and appropriace
10 peovide a bands for our ssdit oplslons.

200 Istermational Circle « Suite 5500 « Humt Valley « Maryland 21000 « P 410.584,0060 « F 410.584,0061
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Opinions

Is our opinicn e feancial sttements referred (0 above presest fairly, I all material sespeces, the
Asancial position of the Commission as of September 30, 2016 and 2015, and s net cont. chamges in
net position. and budgetary rescurces fof the years then endod in accondance with acoounsing principles
generally accepoed bn the United States of America.

Ovhver Masers

Required Sapplemenvary Informatioo

AMWWMmth:&UM&deMM&
's Discussion and Analysis as lssed in the table of contents be presensed 10 supplement

mmn—anm Such information, althoegh not a part of the basic Naancial stalements,
bwlMW&F&dMSﬂMM&yMMOﬂBM&A 136. Finawcial
Reporring This sequired information is e responsibality of masagessent.  We have
applied certain lmited procedures to the required sepplementary information In accordance with
waditing standards penerally acoepiod in the United States of America, which cossisted of inguiries of

about the methods of preparing the mformation and comparing the Information for
consistency with management’s resposses 10 osr ingeities, he basic Timancial statessents, and other
knowledge we obtained during our audit of the basic financial statements. We do sot express an
opinion o provide aay asserance on the information becasse the limited procedures do sot peovide us
with sufficient evidence to express an opinion or provide any assurance.

Celoer Information

Our audit was conducied for the purpose of forming opisions on the francial stiemests tha
collectively compeise the Commission's basic fimanclal statemenss. The other information as listed In
e table of conents is peesesind foe the purposes of additional anadysis and is not a requieed part of
the basic Rsanclal ssxtements. The ather infoemation has not been subjected 1o the auditing procedures
appied in the andit of the basic financial stasements, and accondingly, we do not expeess an opinion o
peovide aay asverance on it

Otber Reporting Required By Govevmmeny Anditimg Standards

In accordaace with Governswsy Auntting Sanderds. we abso have Bsued our report dased Novemsber
7, 2016 on owr consideration of the Commission’s lnternal control over fmamcial reporting and over
compliance, xsd om our teses of is compliance with certain provisions of laws, segulations, contracts,
and grant agreements. The parpose of that report s 10 describe the scope and resalts of osr 1esting of
that asd 0ot 10 provide as opision oo intersal control over fisancial repoeting of on compliance. Tha
repoet 1s an istegral part of an audit performed In accoedance with Covernownr Auliting Stmederds In
considering te Commissions internal congeol and compliance.

Novembes 7, 2006 JB '&"‘f“'ﬂ'#&



Agency Financial Report (AFR)

Financial Section

Report of Independent Public Accountants

SBEHECOMPAN Y 11
L : « PTVRITYN & M S revicos

INDEPENDENT PUBLIC ACCOUNTANTS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Office of the Inspecior General and the Derali Commission

We have sudited in accordance with the saditing standaeds generally accepied in the Usited States of
Ametica; the standards applicable o financial audits contained in Covernmeny Aadining Standards
issued by the Comptrolier General of the United States. and Office of Managessest and Budget (OMB)
Bulletin No. 14.02, Ay Reguiressenes for Federa! Financhn! Statements the financlal stasements of
the Denali Commission (e Commission) a5 of and for e year ended September 30, 2016, and the
related noses %0 the financial ssaements which collectively comprise the Commission's basic fisancial
staternents. and have issued our regort thereon dated November 7, 2016,

Internal Control Over Financial Reporting

In planniag and performing cur sudit of the faanclal satements, we considered the Commission’s
inteeral control over financial reporting and compliance (imtermal control) 1o delermine the audil
procedures that are appropriate In the cirosmstances for the purpose of expressing our opinions on the
fisancial statements. but ot for the purpose of expressisg an opinion on the effectiveness of the
Comméssion's imersal control. Accordingly, we do not express an oploion om the effectiveness of the
Commission’s internal control.

A deficiency i dternal cootral exists when the design or operation of a control does not allow
management of employees, in the sormmal course of perfonming thelr assigaed fenctions, 1o provent, of
detect and comect. misstatemnents on a tmely basls. A muverds) weadness Is 3 defidency, oc a
combisation of deficioncies. in inersal comtrol, such that these is a reasosable possibiliny thas a saserial
misstatement of the eatiy’s flmancial stasements will not be prevemsed. or detected and cormected oo a
timely basis, A sigaificaw deficiency is a deliciency. or & combination of deficiencies, i intermal
control that Is Jess severe than 2 material weakness, yet Impoctant enough fo meris attention by those

Charped with goveraace.

Owr comsideration of lstermal control over nancial reporting was for the limited purpose described in
the first paragraph of Bs section and was not designed 10 identify all delickencies in intersal control
over financkal reporting that might be material weaknesses or significant deficiencies and therefore,
material weaknesses or significant deficicacies may exist thatl were sot identified. Given these
limitations, durisg cur audit we did sot idemtify any deficlencies in Imternal control over fmanckal
reporting fhat we consider to be material weaknesses. However, manerial weaknesses may exist that
have not been identifled.

200 International Clrcle « Suite 5500 « Hent Valley « Maryland 21030 « P 410.584.0060 « F 410.584.0061
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Lissétation of Internal Contrel

Because of inhereat limitations in istemal control, misstilements doe 80 emmor o frand, losses, o
noscompliance may nevertheless occur aad not be detecied.  We also castion that projectiog our
evaluation 10 fetere periods is sebject 10 the risk (hat conmrols may become inadoguate because of
changes In conditions. or that the degree of compliance with controls mary deferiorase.

Compliance and Other Matters

As pant of obtaining reasonable asserance abost whether the Commission’s financial stacemenes are
feee from manerial misstatement, we performed sests of s compliance with cestain peovisions of knes,
regulations, cootracts, and graot agrecmsents, noscompliance with which could have a direct and
material effect on the determination of Meascial stement amosnts. However, peoniding an opision
on compliance with thase provisions was not an objective of our avdi. and accordingly, we do not
express such an opision. We did not test compliance with all laws and regulations applicable to the
Commission. We limited our rests of compliance 40 those provisions of Liws and segulations OMB
audit guidance regraires that we test that we deemed applicable 10 the fimancial ssatements for the fiscal
year ended September 30, 2016, We caution that ncocompliance may have cocurmed ssd sy ot have
been detected by these tests, and that such testing mary not be suffickent for other purposes. The results
of our tests discloned no insances of noncompliance or ofher maters that are required 10 be repocted
undes Corernwenr Aadining Scandards or OMB aodit guidance,

Purpose of this Report

The purpose of this report i solely (0 descride the scope of owr testiag of insermad comerol and
compliance and the results of St testing, aad not 10 provide s oplnion on e effectiveness of the
entity's intersal control of on complisace. This cepoet is an integral pan of an audin peefonmsed in
accordance with Covermmesy Awditing Scandavds In comsidering the estity’s internad control sad
compliance. Accordingly, this commumication is not suitable foe any other purpose

Noveatos . 2006 ,f} ’&mfu-g.# (B
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NOTES TO THE FINANCIAL STATEMENTS

NOTE 1, SUMMARY OF
SIGNIFICANT ACCOUNTING
POLICIES

A. Reporting Entity

The Desals Commassion was establishod
wnder B¢ Dosalt Commussion Act of 199%
(PL 105277, Dwisson C. Tule 1), as
amcndad and 82 USC Chapeer 38, Sec
I The Commmsicn, 3 “dougnmed™
federal ety 28 published By the Office of
Management and Budge! snder the Inspecion
Genoral Act of 1975, fusctions as 2 wique
fodennbstag-hocal partacrship 0 address
crucial needs of nural Alashan communities,
partcelarh solsted Nagnve villages and other
commuraicy lacking accowx 10 the natiomal
Bighwan noviem, affordable power, adequale
boakh fachoos and ofher impodiments 4o
womomic  self-sefliciensy ™he Donah
Commisson reporting ontits s compnsed of
Trust Funds, General Funds, Special Fends
and General Miscellancous Receipts

The Denalr Commisson = 3 paty %
allecamon  wansfers with  other  fodoral
apenckes s a reconong  (Cheid) ooty
Allocatson wansfers are kegal delcgations tn
one departsent of s authonty o cblgme
budget suthority and outlay fusds 0 ancther
department A wperste fund acooust
(allocation accowmt) = crcated = e US
Treasury a a ssbsot of the parcot fand
account for rackng and reponting parposes
All sllocation wansfers of balasces are
crediled 10 this accoust, and subnoguest
ebligations and outhn x incurmed by the child
entity are charged 10 this allocation accoust
s they oweontc the &dogated ativiny o
dchalf of the pasendt cotey  Goneralh, oM
finascsal acenity relaied %0 these allocston
wansfers 15 reponied in e firencial

statoments of the parent estiy, from whech
the wodirhing  kgsdmne  asthoony.
appropouaions and badpet spporiosments
ac demed The Demalh Commmsion
reccives allocamon mamfers, as the child
from the Foderal Hyglmay Adssniszation

under the Departmaent of Transportation

Trust Fands are credned with receipes that ase
genersted by terms of & rust ageecment of
statte. AL the poist of collecuon, our
poceipls see unavaslable wntil approprasiod by
the US Cosgress. The Trit Fend in owr
financiad stmemonts includes the Trans:
Alaska Ppchne Lability Fend (TAPL).
which is manmaged b e US Treaseny
Burcas of Fiscal Senvice, mnd msists the
effonts o make balk fucl ks = Alads EPA

code-conpliam

Goacral Funds are accounts used 0 rocond
finnciad  rasxuons  ansieg  weder
congressonal  appropoations o other
ssthorieabions 10 spend poscral rovenues
Dosalh Commention manages two Genersl
Fund accounts

Speciad Funds are secopt accounts crodtod
wih collccmons canmariod by law bt
mcluded in Be Foderal funds group eather
than clasufod e srust fund collections

General Fund Misccllancous Recoipts anc
awcoums esablishod for ocaipes of none
rRoumng acuviry, sch as facs, pesalucs,
fees and other muscellancous secapts for
serces and beectits

B. Basos of Presentation
The finamciad statoments have boom prepared

0 roport the linaecial position and resslts of
oporations of the Desals Commssion.  The
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Ihatance Sheet presems the inascal posiion
of the agency. The Sisterment of Net Cost
mﬁem‘smmﬂu.y

Rmsmmdnmm.‘
wies of the agency 's resousces and follon e
naes for the Budget of the Usited Stses
Gonemment.

The statements are 3 roquirement of the Chael’
Fomancial Officers Act of 1990 aad &e
Governmost Masagoment Reform Act of
1994 They hase been prepared from, and are
Tully supporsad by, the books and recoeds of
e Denali Communmcn = sccordance with
G hicrachy of acccusting  principles
gonerallhy accepted m the Usited States of
Amcra. staadards wsuod by the Fedeoral
Accountmg  Swodads Advison  Boand
(FASAB) Office of Masagemest and
Budget (OMB) Cecular A-136, Finaocis!
Reporneg Reguivements, st ameadod and

e Denali Commisson accounting policies
which aro summanzod in this soke Theso

differont from fmancial saanagemont repons,
which aec also prepured punsuast w0 OMB
diroctnes Shat 2r¢ used 10 momstor sad control
e Donali Commission's wse of budgctan
resources. The foancial staoments and
associsted notes are peesented o0 @
comparative  basis. Usless  speaified
otherwise, al amounts are prosenied s
dollars.

C. Basis of Accounting

Transactions are recoeded ca both an accreal
sccountmg bamis and 3 bedgetsry basis
Usder the sccrusl mcthod, sevesues are
recognized when camed, aad expenies arc
recognized uhen a labdity iy incwred.
withost regard 10 receipa or pan ment of cash
Dodgetan accounsng (acbtacs compbance
with legal roqueements oa the use of federad
funds

D. Fend Balance with Treasury

Fund Balance with Treasury is the aggregale
amoeot of the Denali Cms“

F. Advaaces sad Prepaid Charges

Advasce pavmcnis aec gencralh peohabetod
By law. There arc some axcoptions, such an

Poymcets made in advance of Be recet of
goods mnd sorvices are rocoedod a advances
or prepaid charges at the g of propey ment
aad recognized as expenacy when the related
goods and services are rooeived

G. Lishelinies

Lishelitscs repecscnt the amownt of fendy
Bhely 10 bo pasd by the Denali Commassion
as 2 rosalt of sransactions or ovents that have
akeady oocwered
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The Diemads Commussion reports s Habsbines
ander Two caepones, nmragos emescaial and
With  the  Peblic. Imtragon ermescatal
liabelitics sepeescet funds owed 10 another
goverament agency.  Liabaltses With ée
Public repecsents funds owed 1o amy ostity or
porson that is not a fodoral agoncy, mcluding
prate sector finms and federal cmplos ces.
Exch of these camegonies mn  inclode
labslines hat e concred bn m
resources and liabsdties not conered by

budgetary rosources
Liabshtsos covered by bodgetary resources
we labdoes fusded By a2 currest

appropeistion of ober funding source These
const of accounts panable md accruad
povroll and bencfits Accownts pavable
represent amosnts owed 0 another entay for
poods codored and reccived and for senvices
rendered excopt for emplovess.  Acoroed
poyroll and benelns represeat payeoll costs
camed by emplovees derimg e fiscal year
which are not pasd walil B¢ next fincal vear

Liabibmos  mot  covered by bedgotan
resources arg habdimes that are not funded by
Ay cutrent appropoation of other funding
sowee.  These labilines comst of sccrued
asnudl lene, xiuanal FECA, aad e
amovats dos W Tremsury foe collection and
accounts roccivabllc of cnvil possltics and
FPOIA roquest foes.

H. Aswsal, Sk, and Other Leave

Amneal kkave s a3ccrued a8 it 15 carncd, and
e acorval s rodaced as kave i taken The
badance In the accrved lenve xcoml &
adusied W vefloct cwrent  pay s
Liabebtscs associstied with other types of
worled  leave, mcludmg  compossatorny,
resdored beave, and sk keave in coaim
carcumstances, a9 accrued at year-ond, basod
on Joncst pay 1ates and snwsod howrs of keave
Fending will be oblasod from fature
nm;mbunmumu

year appropeistions arc not &y alshls 1o
fudmal-do‘whyaotwndbw
camed but not tken  Nomested leane »
ovpersod whon used Credit s groen for sich
feave balances in the compuiin of

conered cmploy ees effective s 0%

I. Accrued and Actuarial Workery'
Compensation

The Foderal Employees’ Compensation At
(FECA) admeustered by e US

spproprumons  will wsed for e
imbuncescnt W DOL The habaley
congnts of (1) B¢ ot present valwo of

OPM, and olfset by the Denali Commassion
trough the secognition of s Impued
fismcing source
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K. Use of Estimates

The pecpaation of the accompamng
finascal stsemonts in accordance with
equres managoment 0 make  comam
osmates and assumptions $hat affoct e
reporsed  amounts  of  assets,  liabilies,
revenues, and expenses. Actual results could
Ailffer from o caimates.

NOTE 2. NON-ENTITY ASSETS

L. Imputed Costa/Financing Seurces

Foderal Govemment ¢nttacs ofien secene
goods and sorvices Gom other Fodonal
Governmcnt enttics without reimbersmg the
providing ooty for all the related costs. In
addnwa, Fedeoral Gonermment catitics ales
meur codts that arc paid = 1otal o pan by
other estitics. An impuied mancing sowrce o
recogniced by the rocciveag cntity for conts
that aec pad by other eatitics. The Dxnah
Commisson secognized imputod costs and
fisancing soeeces in fiscal years 2016 and
2005 10 the exient deecied By accousling
uandeds

The Denalt Commisson Act of 1995 saies that one of the purposes of $he Commussion is 1o deliver
B sorvices of the fodoral govermment in the most cost-elfectne manser peacticable by roducing
admirestrann e ond overbead costs. In the spirt of this lepislation, the Comaission has offered »
sorvice 10 other fodoral agencics wheredy 2 foderal ageney sy utilens the Commussion 1o make
paymcnts 1o non-federal ceganizations in Alaska on the agescy s behalll No e ix collocted for
s service Amownts recored from the State of Alaska, bet not dubeesed, v reconded on the
Balanco Shoot in the Fund Balance with Tecasuny lino and are offsct by a labaley on the Other
Liabalmsos lime. Thes balance 1s SE52.877 and $599.075 a5 of Scptember 30, 2016 and Septomber

30, 2008, respecuneh
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NOTE 3. FUND BALANCE WITH TREASURY

Fand balasce with Treavory account balances as of September 30, 2016 and 2015, were an follows

Fend Balances:
Trust Funds $ 2190557 S IR
Specal Funds . 20000
Appropeaied Fusds 561500 s2sn6m
20!« Fund Types 282577 SPNTS
Status of Fund Katance with Treasury:
Uncbigated Balance
Avadable s G420 L I E
Unas sdable - 258427
Oblgased Balance Not Yet Dsbursed T6I0.43 65204225
Temporan Sequestnaton-TAPL 27 504 337 504

Noo- FEWT

y—rr

No discrepancaes cust betwoea the Fund Balance refiociod on the Balasce Shoct and the balancos
o the Trcasury accounts

The avadable unobdigased fund balances repecsemt e cumestpenod amount available for
cbligation or commument. AL the start of the sext fiscal yoar, this amount will becomie pan of ihe
sna slablc balance as describod in the following paragraph

The wavailabic encblipstod find balsces repeesent the amount of appeopriations for whach the
period of availabedey for obligation has opred  These balances ae avaslable for wpuard
adussments of obligatioss mcwred onh dunng the penod for which the approprason was
bl for obligation or for pasing clamns atinbutable 10 the appropnassons.

The obligated balaace not yet Ssbursed inchodes accousts payable, accrwed experscs, and

sndclaercd orders that Bave reduced uncupesded sppropriations bet hane aot vt docresiad the
find balance cn hand

10
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NOTE 4, ACCOUNTS RECEIVABLE

Accounts rocciy able balances ndﬁw 30, 2006 mnd 2015, were as follows

Hisoncal expenence has indicated that the magonty of the recewables are coliccable. Theee are
00 material uncollocadle accomnts as of Sepscmber 30, 2016 and 2014

NOTE S LIABILITIES NOT COVERED BY BUDGETARY RESOURCES

The kabsdiies for the Commisson as of Scptember 30, 2016 and 2015, incheds liabshtics not
covered by budgetary resowces  Congressonal action is needed before bodgetary resowces can
bo provided. AMhough feture appeopnations 10 fund theso Sabiliies are Ikely and anticipaed. it
15 0ot certan than appropoatsons will be caactod 10 fund these habilines

016 2014

Istragovermmental - FECA s 134 S 1348
Unfimdod Leave HE™ 5™
Delered Lease Labdtes - (202)
Total Labdmes Not Covered by Budgetary Resources s oo s 2672
Total Lotdses Coverad by Bﬂ Resources 4004882 24IK454

Usfandod beave represents 2 Sadiliny for camed leave and 15 roduced whes leave 1s taken The
balance w the sccreed aemual keave sccoenl i reviened quancrly and aduwied as necded
accuraiely reflect the hability ot corvent pay raies and len ¢ balances. Accreed asowal lesve o pand
from future fundmg sources and. accondingly, m refloctod an a hubelity not covered by budgetan
resources. Sk and other keave i expenned as taken

NOTES, OTHER LIABILITIES
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Mhﬂnhm%udﬁm 2016 were 2 follows:

lstragon ermenestal
FECA Labdny s 1388 § - § 134
Pavroll Taves Pavable 10078 . 10078
Other Accruod Liabektas 54203 - 254223

With e Pubic
Pavrold Taves Payable s 154 S - 8 1594
Accrued Funded Payroll and Leave 450140 - 451 140
Unflindod Leave ML - ML
Other Accrued Liabdnes Granes 3197 7495 ilese
m Furd Lobdey (State of Alska) AXI8T? - AXINTY

Other latdines accoum dbalances u«ﬁ 502015 were as follows

Intragon ermmestal
FECA Labdn s 135§ ¢ - 8 1358
Payeoll Tases Payable 12543 - 1254
Other Accrued Liabdtes 517 M . $17.48

With e Pobic
Payroll Taves Payable s s s - 3 16
Acerued Fundod Pavroll and Leave 137 - 511370
Unfunded Leave X5 . L
Other Accrued Lobdtes Grants 0 uAm XS
mn Fund Lubdiny (State of Akaka) 10132 . 1320
Toul Other S ~ S 046 S

NOTE 7, LEASES
Operatiog Leases
Denali Commasnion ocoepics office space under a lease agreoment that 15 accounted for as an
operaung lease. Tho lease worm bogan on Juse 1. 2015 and expires on October |, 2021 Lease
paymonts a¢ increasod asnsally based on the adjustments for oporating cost and real estaie tax

12
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escalstions The sotal operating Iease cxponse for fiscal yoan 2016 and 2015 were $391,99%0 and
$362.203 , rospostncly . Below 1 a sehoduls of fature payments for the torm of the lcass

Pocd Yew Office Space

20017 s s e
213 90
2019 27541
20 51
220 436,196
 e— = - ——
Joul Putwe Payments | e "N

NOTES, FUNDS FROM DEMCATED COLLECTIONS

The Omnibus Conscidated and Emcrpency Supplemental Appeopnations Act of 1999 esablishod
he anrveal eransfer of mierest from e O8 Spall Lastelity Trust Fund 1o the Desals Commisiion.
The Coait Geed and the Em irosmental Protection Agency enlist the assnsance of the Commuiaion
%0 help in bringing bulk fucl tanks tn Alaka wp %0 covironmcntal aad safch sandards a st by the
mo ageocics  The Commisson sccounts for and repocts on the wse of these fusds separatch
Drough s anmual bodpat exocstion roporting.

Wdf%mmm‘:mudﬁ 30, 2006 aad 2015

Balssce Sheet

ASSETS
Fund Balance wals Tress un S 21 moxyT $ IXT AN
b JLONAKIT S IR

CAARILITIES AND NET POSITION
Accounts 1oy abic s LR S M s -
Onher ZATM0%0 151 842

Courmmdaine Resuits of Em— §O. T AN 1% %48

ST WA
Statememt of Net Cone

Program Costs L R S 2 ) s Lwasa
Lass Paanod Revonues - -

State s ot of Changes b Net Posisien

Not Poumen Bogeesng of Ponod 5 IR MRS 2 S ISNTEANI2
Neot Comt of Operatoms a2 24n (3 300402y
Oy Rovevme 6221450 6 W) Sl

E o Net IPosston L A L 2OTIA

NOTE 9. INTRAGOVERNMENTAL COSTS AND EXCHANGE REVENUE

Intragovormmental costs and revenes reprosent oxchange tramsactions Betwoos Denali Commassicn
and other fodoral govermmont eatitics, and are in comtrast %0 Hhose with non-foderal entities (the
publicl. Sech costs and revense are summanced s follows

13
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MU 208

Intragovernmental Costs $ 1518343 $ £ 509,795
Publsc Costs 16,906,436 22.702.307

NOTE 100 IMPUTED FINANCING SOURCES

The Commassion recogmass & snputed fnancieg the mnount of sccrued ponsica sod post-
setiroment benclit cxpeases for curremt employees that arc atinbutablc to OFM. The aascts and
labditiey socistod with such Benefity ae¢ the rospoasiility of the admismicrmyg ageecy, OPM
For e fiscal yoars endad Scptember 30, 2016 and 2018, sespoctnely, mpetod financing was

follom s
- w
-
NOTE 11, BUDGETARY RESOURCE COMPARISONS TO THE BUDGEY OF THE

UNITED STATES GOVERNMENT

The Presidont’s Bodget that will mciude fiscal vear 2016 acteal bodgetary executon aformation
Bas not vet been published. The Pressdent's Budget 15 scheduled foe publication in Febousey 2017
and can be found at the OMB Web site: hup www wlisehonse gov omb . The 2017 Budget of
Be Unnod States Govermment, v ith the "Acteal™ columa compleied for 2015, has been reconcdied
%o the Statement of Badgetary Rosowrces and there wore 20 material &fferonces.

NOTE I APPORTIONMENT CATEGORIES OF OBLIGATIONS INCURRED
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2014 DS

Direct Obligatons, Category A (Admn) s 10370031 S 125829
Direct Obligations, Category I8 (Program) 20482 449 19.77%.6%
Droct Oblggations, Category E (Program) - 20000

. » C B(P 2

Rewmborsable

mowred and reponed in B¢ Statement of Bedpetany Resources in 2016 and 2015
conmucd of the followng

Catcgory A apportsonments distnibuie budgetany rososrces by fiscal quaricrs

Canegory B apportionmonts tpacally dissribwic budgetans resomos by activitics, progects, obyocts
of a combination of these calegones

NOTE 1L UNDELIVERED ORDERS AT THE END OF THE PERIOD

For the fiscal vears ended Scpiember M0, 2014 aad 2015, badgetary rososeces obligated for
wndcinerod cedors amoumted 10 $72 35K 503 aad $63.632 361, respoctively

NOTE 14 CUSTODIAL ACTIVITY
The Comatissicn custodeal colloction prisarily commnts of pram somes seturnod from canccliod
funds. While Seve collections are comidored cestodial, ey e neser primary o the missons of

e Commission noe matenal 10 the overal! financaal statements. The Commission's total cestodial
cotlecmons are $04 and S278.98 5 for the yoars ended Scplember 30, 2016, and 2015, respocanely

NOTE 15, RECONCILIATION OF NET COST OF OPERATIONS TO BUDGET

The Commussion has seconcilod ity budgotary obligasons and non-bedgotany resources avalable
%0 its net cost of operatons

15
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06 shs

Resources Used to Finance Activities
Dadpran Koweroes Obbgsal

Ot wes [vmerad

Syandmg Asthorty e Offsating Collot o and Recoverion

$ITIMAIS  $32453201
(HSOWT0) (R 000)

Ot woen Nt of Oflscttang Colloct soms mad Recoversos

22205 68 13504, 195

R
lmpetal | sancey e Costs Adserhad by Onan

S A% (1.59]

Nt Othar Resowmoos Usad o Vsusce At

U 454 591

Vot Ravenwrvon Und 10 ¥ mmame Adiafan
Total Rosenocon sl b F s Downs Not Pt of the Nat Cost of Oparsvss

22364 149 13634 085
10008 4938516

¥ otal Rososscon sod to 1 muscs (he Nat Cont of Oparat e

AN ISR MR

Vot Componand s of Nt Cont of Opastsns That will oot Kegere o
Crononse Rowasoos 1 fhe Curvond Poned
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Financial Management Trends

As a micro agency, the Commission continues to expand use of the services of the
Administrative Resource Center (ARC) under the US Treasury, Fiscal Service. These services,
which include Travel, Finance, Human Resources and Procurement, allow for our independent
agency to continue to meet all federal mandates despite our reduced staff level. ARC has
served, and continues to serve, as a cost effective solution to operational budget challenges
during times of decreased appropriations. In a professional manner, ARC ensures that our
agency still maintains high quality and exceptional performance in all of our management
systems. We look forward to many more years of partnership with this federal Center of
Excellence.

Summary of Material Weaknesses, Non-Conformances and Corrective
Action Plans

For FY 2016, the Commission received an unmodified opinion in its annual financial audit. The
results of this audit also found no material weaknesses and no significant deficiencies. The
auditor stated that the financial statements are presented fairly, in all material respects, in
conformity with U.S. generally accepted accounting principles; that the Commission had
effective internal control over financial reporting (including safeguarding assets) and compliance
with laws and regulations, along with no reportable noncompliance with laws and regulations
with the items that were tested.

In FY 2015, the Commission’s received an unqualified opinion in its annual financial audit. The
results of this audit also found no material weaknesses. The auditor stated that the financial
statements are presented fairly, in all material respects, in conformity with U.S. generally
accepted accounting principles; that the Commission had effective internal control over financial
reporting (including safeguarding assets) and compliance with laws and regulations, along with
no reportable noncompliance with laws and regulations with the items that were tested.
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Other Accompanying Information

Improper Payments Report

On July 22, 2010, the President signed into law the Improper Payments Elimination and
Recovery Act (IPERA). IPERA amended the Improper Payments Information Act of 2002 (IP1A)
and generally repealed the Recovery Auditing Act. OMB has supplied implementing direction on
IPERA which requires:

* Review all programs and activities and identify those that are susceptible to significant
improper payments.

Because of its small size, Denali Commission has assessed all of its grant programs and
acknowledges that all are susceptible to improper payments as defined by the IPERA.
However, none of the Commission’s program meet the threshold of ‘significant improper
payment’ defined in Section 57 of OMB Circular A-11, which would be both 1.5 percent of
program outlays and $10,000,000 of all program or activity payments during the fiscal year.
And none of the agency’s grant programs are funded at $100,000,000.

* Obtain a statistically valid estimate of the annual amount of improper payments in programs
and activities for those programs that are identified as susceptible to significant improper
payment.

Denali Commission has assessed all of its grant programs, and finds that none of the
programs or activities reach the definition of ‘significant improper payments’.

* Implement a plan to reduce improper payments

This requirement does not apply to the Commission, as no programs or activities were
identified with the conditions above.

* Report estimates of the annual amount of improper payments in programs and activities and
progress in reducing them

The Commission is not required to report on this component.

Joel Neimeyer
Federal Co-Chair
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Inspector General’s Perspective on Management and
Performance Challenges Facing the Denali Commission

Denall Commission
Ofice of Impackx Genersl
Archorage AX 95901

Nenvember 14, 2016
INFORMATION MEMORANDUM FOR THE DENALI COMMISSIONERS

=

FROM: Darvid Sheppard
Inspecicr Ceneral
SUBJECT: Top Management and Performance Challenges Facing the Dewall

Coowmission fe Fiscal Year 2017

Enclosed is our repoct on the Denali Commission's Top Masagemeny and Performance
Challenges for fiscal year (FY) 2017, The Comanission has been substantially affected by the
president s enviroamentally theeated communities Initiative, contiesed budget reductions and
conflict-of - Interest rules that apply to Commissioness, and efforts (o Identify a stragsegic plan that
addresses budget reductions amid Increased respossibility. While inberent logistical challenges
continue o impact the Commission staffs ability to visit funded projects, the Commission’s
concerence with—and Implementation of —cocommendacions made In a recent O1C audit repornt
on the agency’s grant monitoring elforts should improve its efforts. In addigion. the recent focus
of the Commission on environmentally threatened communities has reduced the available
fending and subsequently the volume of legacy projects funded by the Commission. Most of the
legacy projects still being lunded are gart of the energy thail are now in pan
gramed 10 program partners located in Aschorage. Due 1o these recent changes, we have
removed monitoriag effcets as a 1op management challenge

We remain commisted 10 keeplag the Commission’s decision- makers informed of problems
Identified through our audits, evaluations, and investigations so that timely comrective actions can
be taken. The Commission’s resporse 10 our October 21, 2016, draft Top Mamagement and
Performance Challenges report is included a3 an appendix. This report will be included in the
Commission’s Agency Fimancial Report, as required by law.'

We appreciate the cooperation received from the Commission, and we look forward 10 working

with you In the coming months. If you have any questions concerning this report, please contact
me at (206) 220-7970,

;. Corrise Elo, Ohiel Financial Officer, Denadi Commission
Jay Farsowald, Direcsor of Programs, Denali Commission
John Whittisgion, General Counsed. Denali Commission
David Smith, Deputy Inspector General, U.S. Department of Commerce
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Challenge 1: Addressing Evolving Role In the Environmentally Threatened
Communities Initiative

On September 2, 2015, the President of the United States announced an initlative on cmate change
and vilage refocation efforts, stating that “the Denak Commission will play 2 lead coordination role for
Federal, State and Tridal resources 10 asust communities i developing and implementing Both thort-
and long-term solutions 10 address the impacts of climate change. Including coastal erosion, fleoding.
and permafiost degradation ” According to a 2009 Government Fawre 1. Wownck, Naks
Accountabiity Office repoct om the relocation of Alnka Native villages, the :

four mant pressing environmentally theeatened communities in Alaks are
Newtok, Kivalina, Shiahmaref, and Shakioolik.” Thewe four communties are 881
identified a3 needing to move 23 3008 M podsble due o the continued
fooding and erouon, & well & kmited emergency evicustion options. AR
thete communitied are seffering the impacts of chmate charge aad are
facing the decision 10 either move their village 80 & new Jocation of protect
in place.

Newtok, Alaska, is 2 vilage of approsmately 354 peopie on the Ninglyg
River in western Alxsia and s not accessibie by r0ad {see Aigure 1) Newtok  Socue Dot Commisnan 006G
Is eroding In pant because 1 sits on permadeost, 3 once-germanently frozen sublayer of soil found n the
Arctic region. As tomperatures increase in Alaska, that permafrost 5 melting, leading 10 ragéd erosion
Snow 5 meking carlier in the spoing i Alaska, sea ioe & receding, and the ocean temgerature is
Increasing. Erosion has forced the vilage 10 begin planning and imglementing relocation to Mertarvik,
Alaska

Figers 1. valna, Alacka Kivalnag, Alaska, 6 3 oty and vilage of appeocmately 470 peopie
= northwest Anks (vee figure 2) Kvaling Sei on & barrier
sland dong the Owibchi Sea——above the Arctic Clrche ~—and s
fot scoassble by road. The islend on which the village bei s
throatened by rising ses lewels and coastal eroson. Historically,
the peopie of Kvakng have husted large bowhead whales from
Campn aop the sea ice that stretches cut from the town's
shores. But in recent years, cimate change has thinned the ice
50 much that it has become 100 dangerous 1o hunt the whales.
Sowrve Dentd Cormmunsnin O 204000, the 563 K¢ aC10d a4 3 protective barrier 1o the
and. Wih the se3 ice thinning, the sland does not have enough protection from waves warshing over
the shore and eroding the coastine.

¥ United Statmy Covernment Accountabiity Office, June 2000 Aknkto Nothe Wizpet: Umated Progress e Sees
Madle on Aol oting Viloges Tiveatemed by Flocding ond frowon, GAO-09-551. Wishingion, DC: GAD, 14
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Shithmacef, Alagka, i » cty and village of appracmately 579 Vg 1 Snchvmaref, Nacks
peophe in northwaest Alaska (o figure 3). 1t is located on Sariche!
Island in the Chakiehi Sea, noeth of the Bering Strait and 5 miles
from the mainiand, and i a0t accessible by road, Clmate change
ad riing Tomperatunes have resulled is 3 redoction in the 1es e
AT $01veS 35 3 Prodective Baerier 10 Bulfer Shishmaref from stoem
surpes. AL the same time, the permalrodt that the village i buiht on
has also begun 10 melt, making the shore even more vulserable o
erosion. Although a sevies of barricades has been put v 10 peotect . _—
the wilage, the shore has continued 1o erode. Sl Dok (ameranae 0K

Npee 4. Shuktcotk, Alscka Shaktoohk, Alaska, is 3 Oty of approximately 260 pecple »
northwest Alaska (see figure 4). Shaktoolik is located on the
ecastern shore of the Norton Sound and s not accessible by road
Shaktoolk i threatened by eroson and related effects of
chimate change, and the community has previourly been
relocated twice. In 2016, residents of Shaktoobk completed &
strategic managomant plan 10 protect their commenity from
eroson and viclent storms, The plan ksts aine critical actions,
Inciuding replacing the health clinic, reindorcing the Beem, and
Soerre: Dunal Commivdon OVG boliding an evacustion center. Al of thew critical actions are
part of the village's Larper poal of remaining 81 their current wte rather than relocating.

The president, in his proclamation asd peess statement, has tasked the Commission with the rofe of lead
coordinator for the esviroamentally threatened communities nitlative. However, there has sot been
2wy formad guidance in the form of an executive order, POiCy statement, Of reguiation that assigns the
Commission with the lead coordinating role. Wiehout formal gudance or assignment, the Commission is
trying 10 understand thew role and responsbiity with Bttie definition or darity of what its part should
be. I addrion, the Commission is facing the challenge of how to help these environmentally threatened
COMMUNTIes eaher move of protect in place with Amted federal resources 1o carry out such actions.
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Challenge 2: Engaging Commissioners in Light of Ethics Concerns and Funding
Realities

The Denali Commission Act of 1998 (Denad Commssion Act) establishes that the Commission will be
composed of seven members appointed by the Secretary of Commerce, * The seven members represent
a variety of perspectives throughout Alavka and are responsitle for creating an annsal work plan for the
Commission. The Denall Commission Act names the presidents of the University of Alaska, the Alaska
Munkipal League, the Alanks Federation of Natives, the American Federation of Labor and Congress of
Industrial Organaations (AFL-Q10) Alnks, and the Associated General Contracton of Alaska, 33 well ;.
the governoe of Alaska (state co-chair), and the federal cochair of the Denak Commiision as memberny
but aho aliows these members to nominate iIndivideal 10 1erve in their Read, The governor of Alatks
has sominated the leutemant poversor of Alnks 10 the Secretany of Commerce to serwe M the state co-
chair,

Given the positions held by the Comemissioners within their respective organizations, the Commission
requested as opinion fom vanows federal entities—nchading the Office of Govermment Ethics and the
Department of Justice —~on whether federal confiictofdnterest laws apply 10 Comemissioners. The
Indoemal decisions provided by the Department of Justice m 2006 and 2007 were that, absent an
exemption, the federal conflict-of interest laws apply to all Commissioners. in Sight of this
determination, Commissioners became concermed about their level of engagement, considering that
they could be held criminally Sable for breaking conflict-of interest s, On September §, 2016, the
Senate submitted 2 bl to reauthorize the Denall Commission and the proposed legalation incuded
creating 3 mechanism by which a Commissioner may dsclose a potential confilct of interest, Ths
process includes the Commissioner obtaining a wntten determination by the agency’s designated ethics
official that the dsclosed interest is not 30 substantial 25 %0 be liely 10 affect the inteprity of the
services eapected from the Comminsioner, However, the bill has not yet been signed into law and,
therefore, the current ethics concems remain 3 challenge 10 the apency,

The Commission’s funding for FY 2016 was 5195 million—up from $14 mikon the previous year.
Howevir, ths lewel of funding & still 3 significant decine from the $140.6 milion Budget in Fr 2006,
While funding is not the only incentive for Commissioners to be engaged in the work of the Commission,
encouraging al Commissioners 1o be sufficiently eagaged with the Commission's work remain &
challenge.

Demands on the Commissioners’ time are incredible both from their own organizations and ssues
related S0 Alaska and the Commission. To hefp aleviate schedubing concerms, a meeting schodule was
developed for FY 2016 throsgh FY 2017, Dering the November 2015 Commissioner meeting, it was
moved that the Commissioners adopt the meeting schedule through December 2016 and revist the
remainder of the wchedule closer to calendar year 2017, The motion was Srowght to 2 vote and

' Orenibus Comsolidated and Lmerpency Supplemeontsl Appropristions Act, 1990, Pub. L 305277, Division C, Title
I8 (1998)
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approved unanimouny by a in attendance * Athough thare were nine agreed vpon meetings scheduled
for FY 2016, only three of the meetings were Beld and achieved guorum. Throughout the yeur, two
sdditional mectings were scheduled but terminated due o lack of quarus. Scheduling and holding
meetings takes considerable efort and time from Commuasion 12afY, as well &5 outiide parties that have
intereit in the meeting. Each meeting inturs agproxmately 30 houwres of Commission s2alf time dedicated
10 Commasiones utreach and IOgIstics, transcriber Mrangements, wedsile MNOunComents and
NewANTLers, Srogram partedr outreach, and matedals preparation. Both meetings in FY 2016 that were
canceled due 10 lack of quorum were calied specifically for Commissioners 10 make dechions regarding
the Kipsuck energy project. For both canceled meetings, the Sipauck Tridal Assaciation members and
the Aatka Energy Authority [a program partnes of the Denall Commission) attended the meeting and
prepared materials. As 3 result of the canceled meetings, Important project decisions were defayped.

However, near the end of 7Y 2016 the Commissioners have shown mprovement Soth in obtaining 3
querum for schedeied meetings 33 well 23 the subatance of the meetings i terms of decision making.
Over the Last two facal years, FY J017 & the first year the Commisuoners have approved 3 tentative
work plan pror 1o the beginning of the new fncal year,

The carrem caden of Commussioners embodars & wealth of knowledge snd experience within the state
20 FORCRIONRS 3N IMPOITAnt COSE-40ction of tribes, musicipalities, state government, acadenia,
busineis, and abor. Obtaining their ingut aad advice is considered by many 1o be an impertast
component of the Desal Commission AL Therefore, intreasing Commissioner engagesent is 2
challenge the Denali Commuission”s staff will neod 10 overcome Not only 10 ensure € is meeting the
intent of the act, but akio taking full advantage of overything the Commissoners have 10 offer.

* 5 of wrwen Comevsonens were in attendance 31 the Novernber 2014 meeting, indluding the Federat Co-chalr,
who only votes in 1he everdt that & Ue breaker it meeded. Therefore, there were five voting Comminsionen in
attendance nd They unasimounly spproved the motion.

‘4 PAAL ROPONT
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Challenge 3: identifying a Strategic Vision and Plan In a Period of Funding
Uncertainty

As noted previowsly, although the FY 2016 budget was 2 $5.5 milion increase from the previous year,
this level of funding is sadl 3 signficant decline from the $140.6 mélon budget in FY 20006, The
Commission no longer receives Congressional earmarks and recedves few transfers from other federal or
state agencies. s FY 2016 budget was $19.%5 milion, with funding coming from only two federal
sowrcey: the [nergy and Water Development and Related Agencies Agpropriations Act, 2014, and the
Traos-Alsska Pigeine Liability Fund, Deipite drastic reductions in fending, the Comminsion continues 10
explore wayy 10 Impeove rural Alaska,

In FY 2014, the Commission enered into an agreement with Enlighteseering. Inc, 10 help begin the
critical effont of creating a strategic plan. The Commissioners met on Maech 27, 2015, 10 begin their
strategic planning process; however, the plan was sot finakzed and recent progress has sot beea made
In moving forward 10 complete the strategic plan. During the August 2016 Commissioner meeting, how
to move forward with strategk planning was dscussed but It was unanimously voted—try the five
Commiwioner in attendance—120 table the nsue until the Comminsion is reauthorined and 3 guorum,
Including both co-chairs, are present. Althowgh strategic planning has been delayed, the process could
heip bong together Commissioners with different perspectives and varied perceptions of the
Commission’s prionties. it will require Commission staff, the federal co-chair, and the Commissioners
themaeives 10 agree on core values and a commaon vison flor the Commission’s future. Considering the
President’s annauncement of the Commission's new rofe in a time of Revited and uncertain funding, this

wif be 2 challenge.

These complexities are the very resmons that the completion of 2 strategic vision and plasning effort
30 crically impartant, Strategic planning will hedp the Commiision fulfill #3 mandate from Congress by
(a) clearly idartifying its peiceimios and whom it should be servieg, (b) developing » proceds 10 help it
deliver thege priorities 1o its beneficiaries, which are prissarily rural Aliska commuanities, and [¢) helping
o identify the best approach 10 deliverisg on the President’s new initiative. The plasning process wil
50 help the Comminsion 10 make the best use of its lisited funding and unite the Commission stall, the
Commissioners, and its stakedolders—which include its Beneliciaries, the Alasian Congressional
delegasion, and cthers—around a COMMON Vision and approach. The plansing peocess should also
provide the Commission with a methad of Jsessing whether its activities are successiully meeting
measwrable program goals.

In order to have an eMective strategic planning process, the Commission must have the full support of
each staff member and each Commussioner, workieg toward 3 commen goal and puling n the same
drection

oAl REPNORT s
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Appendix A: Agency Response
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